UPDATE 


R.J. Reynolds Ambassador Program 
(Originally written in October, 1994) 


The Ambassador Program is designed to: 

1) Modify the behavior of the Wholesale Distributor and his 
sales force. 

2) Provide ample promotions of RJR products so as to: 

a) Consume wholesale! cigarette promotion time with 

RJR products thereby limiting the wholesalers willingness 
to promote "cheap" cigarettes. 

b) Give the wholesaler viable RJR alternative to the promotion 
of competitive products. 

c) Re-enforce the Partner’s program with "deeds" not just 
"words." 

d) Give the wholesaler monthly evidence through the Partners 
program of the results of Ambassador program activities 


Changes to the original program as proposed: 

Mechanics 

VI. Remunerate wholesaler salespersons with a wholesalers check 

presented in an RJR marked envelope. (Eliminates the 1099 problem - 
reinforces RJR’s participation quarterly). 

* New Proposal 

In testing this program properly it might make sense to use a viahle "distributor 
brand” such as SALEM, VANTAGE or MORE. If this were the case, I would 
suggest an entirely different approach to wholesale remuneration. 


Jay Martin 
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ZteJLsL Reynolds Ambassador Program 


Prologue 


This program has been created for a sole reason: To fill a void which currently 
exists in RJR's promotional activities. As the 1995 sales plan outlines, there are 
many promotions to be worked by RJR personnel: some of which are booked 
through local distributors, and most of which are processed through distributors 
as part of the VAP program. 

In addition, the 1995 plan outlines the DPU program which provides promotional 
merchandise for the wholesalers to sell in C&D calls supplemental to the 
activities of RJR personnel. While RJR's DPC program is well-intentioned, that 
Is, serving the needs of RJR; it will never meet the needs of the wholesale 
community because It is inefficient for most medium and larger distributors. 

If RJR really wishes to use the wholesaler far 1) supplemental promotional and 
sales activities which will 2) enhance the results of the Focus Program, then we 
need to recognize tlie types of programs which will work best for wholesalers 
and at the same time compliment the activities of RJR personnel. 

This program needs to be large enough in scope end financially rewarding for 
distributors that It would afford RJ Reynolds a degree of control over it in the 
sense that abuse by the wholesaler would cause "loss" of access to it. In other 
words, RJR needs "a large enough hammer" to make it adapt/work and fit on a 
market by market basis 

While I understand that it will take considerable resources to make It work, I also 
believe that some resources now earmarked for VAP and DPC could be better 
spent/diverted to this program. Any additional resources would probably come 
from reduced margins on wholesaler promoted products if different than DPC 
promotions. 

Finally, if we can develop the wholesale community at large to work with/favor 
RJR brands and promotions we will have gone a long way toward protecting, 
maintaining and gaining share other than by price. 
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Bumoss. 


I. To harness the sales efforts of the wholesale distributor through his 

external and interna! salespersons; then, direct those sales efforts toward 
RJR selected products and promotions on a continuing basis in concert 
with RJR's national sales plan. 

I!. To use the Ambassador Program as a means to insure positive results 
for participation in the Focus Program. 

III. To build the RJR/wholesaler trade relationship in a meaningful way for 
both parties. 

IV. To enhance the wholesale trade's perception of RJR thereby gaining a 
competitive advantage other than by price alono. 


Mtthanios 


L The framework of the program would be based on eight (8) wholesale 
sales promotions per year; two (2) per quarter. 

II. Each promotion would be based on a two (2) week sales drive 
with a one (1) week repeat sales follow-up. 

III. Brands worked would be selected either in concert with a particular 
national promotion, or in certain cases, as designated by the 
requirements/demographics of a particular market. 

IV. Promotions would be market/region specific unless the brands being 
promoted In adjacent markets were the same. 

V. Total promotional resources offered to distributors would be based on per 
case/carton sales, and in each and every market would be the same. 
However, distributors would be encouraged to work out the details of 
particular sales program with the responsible RJR account person. The 
timing of promotions would be as follows: 
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a) A distributor wouid select the three (3) week period 
within the 6-1/2 week window in which to schedule the 
promotion; two per quarter, 

While the RJR representative could "suggest" to the 
distributor a sales program which might accomplish their 
mutual goals, the "emphasis" placed should be that the 
distributor choose what will "work beet" for him. 

*Note; It is essential that the distributor/management "buy 
into" this process. 

Vi. The first choice for remuneration to the distributor salespersons should be 
an RJR check (1099 to toilow annually). However, if the distributor insists 
on paying "his" salespeople, then RJR must be appropriately satisfied 
that RJR is receiving credit by publishing the results to the salespeople 
concerned. 

VII. If a display allowance is offered in a particular region it must be uniform 
across all distributors involved. The account must agree in advance that it 
will not make an offer exceeding the amount stipulated by RJR. 

VIII. The account must agree with RJR not to use excessive promotional 
deals to subvert a competitive distributor's accounts to himself. 

IX. It is my suggestion that promotional case allowances be as follows: 

a) Full Price - $90.00 to $120.00/case 

b) Savings (branded) - $75.00 to $90.00/case 

Follow-up purchases should be based on a $24.00/12M case promotional 
allowance. Follow-up promotional cases paid for cannot exceed the 
original number of cases promoted. Futhermore, the distributor must 
agree to share the follow-up revenue earned with his sales organization 
as part of the promotion. 

"Note: For follow-up payment, several senerios come to mind; 

a) We could be overly generous and entice the distributor by 
allowing follow-up cases to be paid based on 150% of the number 
originally sold, or 

b) A count and recount arrangement could be worked out if 
it isn't too cumbersome. 
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*Note: Ry averaging the cost of the original promotion with the reduced 
cost of follow-up, we should be able to iower the total per case cost of the 
promotion. 

X. Distributor promotional goods should be as follows: 

a) Price off per pack/carton 

b) BSGSF 

c) Premium offers 

*Note: Local conditions should dictate use of BSGSF or premium 
Sniped product at .20 to .25 cents off per pack is extremely desirable as 
it will reduce the expense associated with assembly. Sniped product 
should be “non-returnable" by distributors unless an RJR representative 
“signs off." 


For purpose of making the Ambassador Program national In scope, i suggest 
wrapping it in some type of major prize, possible an "exotic" trip for wholesaler 
"principals' 1 based on results in: 

a) The Four Sales Areas or 

b) The Twenty Four Sales Regions 

c) Prizes awarded based on competition among distributors of equal 
size 


fiaafteflMfl 


For many years RJ Reynolds has marketed its products without wholesaler 
involvement and for the most part with great success. As late as 1991 Booz- 
Allen, Hamilton euggeeted that this process continue. With the advent of 
"Marlboro Friday" thought processes began to change. 

After so many years of non-use of the wholesaler for marketing RJR's products, 
a successful change will not come easily now. However, if RJR has enough 
commitment to the use of wholesalers for ite own ends, and Is willing to be 
patient while the wholesaler adjusts and the RJR sales force is retrained • 
somewhat, RJR can be successful. Persistence and consistence should prevail. 
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